This report was prepared as an account of work sponsored by an agency of the United States government. Neither the United States government nor any agency thereof, nor any of their employees, makes any warranty, express or implied, or assumes any legal liability or responsibility for the accuracy, completeness, or usefulness of any information, apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights. Reference herein to any specific commercial product, process, or service by trade name, trademark, manufacturer, or otherwise does not necessarily constitute or imply its endorsement, recommendation, or favoring by the United States government or any agency thereof. Based on experience in other communities and energy efficiency policies and programs, NREL found the Resolution to be a solid framework for increasing the responsible use of energy efficiency and reaping the associated economic and environmental benefits in the city of New Orleans.
Summary
In January 2008, the New Orleans Utility Committee requested review, commentary, and suggestions for Utility Committee next steps related to the Energy Efficiency Resolution (the Resolution) passed by the City Council in December 2007. 1 The suggestions are reprinted here as:
1) An illustration of opportunities for other local governments for the development and implementation of effective energy efficiency ordinances and resolutions
2) An example of the type of policy technical assistance that DOE/NREL provides to communities. For more information on the strategy for delivering assistance, please see: www.nrel.gov/docs/fy11osti/48689.pdf.
Based on experience in other communities and energy efficiency policies and programs, NREL found the Resolution to be a solid framework for increasing the responsible use of energy efficiency and reaping the associated economic and environmental benefits in the city of New Orleans.
The remainder of this document provides the requested suggestions for next steps in implementing the word and spirit of the resolution. These suggestions integrate the extensive work of other entities, including the New Orleans Mayor's office, the New Orleans Energy Advisory Committee, the Energy Efficiency Initiative, and the U.S. Environmental Protection Agency's National Action Plan for Energy Efficiency.
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In general, three actions were suggested for funding mechanisms, two for near-term successes, and two for longer-term success.
Funding
• Further review the political and financial viability of a ratepayer charge to fund the energy efficiency programs. An analysis within the report illustrates that the residential monthly fee of $1.00 provides a $1 million annual fund. This is the most stable and long term of the funding mechanisms reviewed-a value to the resolution. This step includes requesting that Entergy New Orleans provide the cost of making v necessary changes to the billing and collection system to determine if it is cost prohibitive to establishing such a mechanism.
• Establish a stakeholder committee to identify philanthropic opportunities and ways of pursuing them. The alignment of the philanthropic organization's goals with the city's goals is critical, as is ensuring long term stability of the funding source.
• Identify additional funding mechanisms and the potential to produce stable funding associated with programmatic results.
Program Selection and Implementation -Near Term
• Data Collection. Take advantage of vast knowledge and interest of stakeholders to create a committee to identify (a) needs, and (b) a comprehensive list of currently available energy and demographic data to form the basis for selecting a list of accepted data sources.
• Evaluate Programmatic Options. Identify and mandate the appropriate cost effectiveness test for programs to create a uniform mechanism for measurement of proposed programs. One commonly used test is a Total Resource Cost test, and there are extensive handbooks on how to implement it and experts could be brought in to discuss options with the City Council.
In the longer term, and in coordination with a comprehensive planning process, NREL suggested pursuing the following larger-scale efforts with the associated next steps.
• Integrated Resource Planning (IRP). If the Utility Committee pursues IRP, the next step is to mandate the process.
• Aligning Utility Incentives with Energy Efficiency Objectives. Because of the relative newness of these policies, and the need to highly customize each, NREL suggests that an expert on each policy be brought in to describe and facilitate the process.
vi This report begins with a discussion of programmatic funding, which is critical to the implementation of any of the resolution's many pieces. A number of funding mechanisms are reviewed, including a line item in the city budget, philanthropic and other private funding, and utility and ratepayer funding. One piece of the resolution (#14) reflects the importance of stable and continuous funding. Because of the uncertainty of many funding mechanisms, an analysis of a ratepayer-funded energy efficiency fund was completed, finding that a $1 average monthly increase on residential bills would lead to a consistently funded $1 million annual energy efficiency programmatic fund. The potential annual energy use reduction benefit to the whole ratepayer base of approximately 53,000 megawatt hours (MWh) (10 3 kilowatt hours, kWh), is a result of an increase in rate of $0.00146/kWh. While recognizing that there are capital costs associated with changing the billing system and designing programs, this mechanism is by far the most long-term and stable, within the City Council's purview, of any reviewed.
Acronyms and Abbreviations
Next, specific programs that meet the pieces of the resolution are identified. Many of the programs that fit into the energy efficiency resolution grow out of the suggestions of interested stakeholders; those suggestions are reflected in this document. NREL experience shows that programs unified under a common energy goal and mission, such as the result of a comprehensive planning process, have a better chance of maximizing the use of limited resources for implementation. Because of the wealth of programmatic suggestions, as well as the benefits of a comprehensive plan, our review builds on and further develops already proposed suggestions and assumes that a unified goal and mission are established across stakeholders in New Orleans.
From the 16 overlapping resolutions within the Resolution, seven distinct, but interrelated, overarching issues are discussed in this report. The first two are funding related, identifying possible funding mechanisms, challenges, and opportunities. The two funding mechanism options identified are:
1. Development of a stable funding mechanism for programs, including a program evaluation mechanism (Resolution 14) 2. Identify state-of-the-art billing options for Entergy New Orleans to promote energy efficiency and evaluate cost effectiveness of such options (Resolution 11).
The final four options surround the selection and implementation of actual programs and activities to promote energy efficiency. These are discussed in more detail-defining what they are, how they fit into the resolution, and other energy efficiency-related activities and proposed programs, and next steps for implementation. The first two options are near-term that the utility committee can implement concurrently with the development of a comprehensive energy planning process. The final two are likely outcomes of that process and require longer-term planning to implement, but may have larger impacts over time. These options are discussed in rough order of possible actions:
1. Development of an energy use baseline for New Orleans (Resolution 2) 2. Identification of the potential for energy efficiency (including conservation) in New Orleans with a focus on opportunities within the City Council purview and a costeffectiveness criteria for programs and actions (Resolutions 2, 3, 5, 6, 7, 8, 9, and 16) 3. Development of an integrated resource plan (IRP) (Resolutions 4 and 13)
4. Decoupling of utility profits from energy sales (Resolutions 10 and 16).
Program Funding Options
Long-term, stable funding is critical to the development of effective long-term energy savings programs. There are a number of program funding opportunities, but none are guaranteed, permanent, full funding mechanisms. In reality, program funding will need to be combined from a number of resources, thereby marginally increasing the administration costs. Program funding in New Orleans can take many forms and include some or all of the following options.
3
Funded directly out of city budget. Given the current priorities of rebuilding in New Orleans, it is not expected that energy efficiency programs will be entirely funded through city budgets. In addition, the city budget is fluid, and sustained programs require consistent and continuous funding. Partial funding for staffers and coordination of efforts is a typical contribution from the city budget in energy planning.
Utility funded. Austin Energy, in Texas, and other municipal energy system providers, offer energy efficiency program funding through a portion of profits from energy sales. The benefit to the utility is that reduced energy sales will lead to reduced high-cost peak power purchasing as well as long-term reductions in base load capacity building. Austin Energy estimates that the investment of approximately $25 million per year since 1982 has resulted in an energy efficiency supply resource equivalent to the annual output of a 500 megawatt (MW) electricity plant. While the comprehensive program at Austin Energy is a leader in energy efficiency programs and has made the city of Austin a leader in optimizing energy use, the municipal nature of the utility has had a significant role in creating the success. Because Entergy New Orleans is an investor-owned utility, the expectation that energy efficiency programs will be fully funded by the utility is unrealistic. However, in the interest of stakeholders, the utility has historically contributed funding to energy efficiency and renewable energy programs. Quantification of the benefits from energy efficiency programs in terms of the impacts on base and peak load power purchasing could assist in estimating the level of utility interest in investment in these programs.
Philanthropic funding.
There are a number of philanthropic activities in New Orleans focused on rebuilding and optimizing energy use. Funding for energy efficiency programs may be possible, upon further research, through grant programs and other mechanisms.
Private investment.
There are a number of opportunities for private firms to enter the market and promote energy efficiency services (e.g. energy audits and improved energy use at the household or commercial level), and recover their costs through energy savings on the consumer bill. This is similar to an energy savings performance contract mechanism, where an organization amortizes the capital cost over time to the consumer (residential or commercial), thereby transferring the upfront cost of the materials. The organization contracts to the consumer to pay back the initial costs using the energy savings resulting from the improved energy use. This type of program funding has been successful at the larger scale and may be applicable to the smaller scale.
Ratepayer-supported funding. Many cities and states argue that the benefits of energy efficiency programs, including lower energy bills, reduced pollution, reduced peak power purchasing costs, etc., apply to all ratepayers. That is the basis for the inclusion of a public benefits find (also called systems benefit charge). This is a per-kilowatt-hour charge applied to all customer usage. The money collected is then used to fund a variety of energy efficiency programs as decided by the implementing agency. In some jurisdictions that fund is implemented through the utilities, the regulating body, or a third party designated by the regulating body (such as the Western Electricity Coordinating Council, the New York State Energy Research and Development Authority, or the California Energy Commission).
Stakeholders in New Orleans have expressed concerns that a ratepayer-funded mechanism would put undue financial stress on utility customers. The data in Table 1 represents the impact on ratepayers for different levels of a public benefits fund. The highlighted row shows that a ratepayer fee of $0.00146/kWh would result in an increase in average monthly charges of $1.00 per customer and a programmatic fund of approximately $1 million annually. To translate that to energy use, research shows that 5 kWh are reduced per dollar of programmatic investment. 4 At a $1.00 per month average residential customer addition, that leads to an annual 53,000 MWh savings. Further resources on public benefits funds can be found at the Clean Energy States Alliance, 5 a non-profit dedicated to tracking the progress of public benefits funds and their associated programs. 
Next Steps for the Utility Committee to pursue funding for energy efficiency programs:
• Given the purview of the Utility Committee, it is suggested that the most stable of funding mechanisms suggested here be reviewed for political and financial viability. This includes requesting the identification and quantification of capital costs for adding the line item to the Entergy New Orleans billing system for New Orleans customers to finance a public benefits fund.
• Establish a stakeholder committee to identify philanthropic opportunities and ways of pursuing them.
Selection and Implementation of Programs
The remainder of this report provides potential next steps for implementing the resolution. The first two nearer term options the Utility Committee can implement concurrently with the development of a comprehensive energy planning process. The final two are likely outcomes of that process and require longer term planning to implement, but may have larger impacts over time. For each of the four options, the following questions are posed and answered:
Where does this option fit within the Resolution? The Resolution provides high-level guidelines as well as direct programmatic suggestions. As a result, there are some areas of overlap providing for fewer immediate implementation suggestions than the 16 individual resolutions. In this section we relate the program suggestion directly to the areas of the Resolution.
Where does it fit in relation to other suggestions posed to the city? Both City Council requests and voluntarily developed programs have been presented to the Utility Committee. As energy policy planning gains momentum, NREL felt this was an appropriate time to marry these stakeholder suggestions into a unified plan. In this section, we attempt to bring the common threads of these suggestions in line with the City Council Resolution by illustrating commonalities. Note that this is not meant to be a comprehensive listing of alternative proposals, but mainly a summary of programs suggested to the Utility Committee at public meetings. What is this option? This section defines the option and gives a brief overview and background on the option.
What are the next steps for the Utility Committee to pursue the option? This section highlights the specific potential next steps for the Utility Committee. As policy planning comes more into focus, there is acknowledgement that different stakeholders will take different actions to develop programs. In this section, we attempt to parse out specific next steps for the Utility Committee as requested. As a result of the evolution of energy policy planning in the city and the narrowing of immediate actions, many of these suggestions look toward actual program development and detailed analysis of specific program options, costs, and impacts.
Development of an Energy Use Baseline for New Orleans
Where does this option fit within the Resolution? #2 BE IT FURTHER RESOLVED that a process be created to explore the energy efficiency potential in the City and commit to its full development by the Utility Committee of the Council of the City of New Orleans.
What is this option?
Many of the pieces of the Resolution surround the development of cost-effective programs to pursue energy efficiency opportunities. While national data sources are available (e.g. the U.S. Department of Energy Residential and Commercial Energy Consumption Survey), none of these resources alone are detailed enough to meet the needs of city-level energy program impact evaluation. Without an understanding of energy use across the city, there is no ability to estimate the relative impacts of various programs.
Where does it fit in relation to other suggestions posed to the city? Entergy New Orleans produces an overview report of energy use in their service territory by sector, and the Energy Policy Advisory Committee developed a spreadsheet of energy use by sector derived from the Entergy New Orleans public annual reports
What are the next steps for the Utility Committee to pursue the option?
Establish a list of accepted data sources for program impact evaluation. So that all programs that are presented can be evaluated on a level playing field, the Utility Committee could identify acceptable and reputable data sources for energy use and demographic information. It is possible that some data sources will need to be developed, but this initial effort will identify what exists and what is needed to implement priority programs (such as consumer and utility incentives, specifically mentioned in the Resolution). It is possible that there is interest from selected stakeholders to form a committee to identify these needs.
Specific Options for Next Steps:
• Take advantage of vast knowledge of stakeholders and identify (a) needs, and (b) a comprehensive list of currently available energy and demographic data to form a basis for selecting a list of accepted data sources.
This could be a session within a stakeholder energy planning process. For example, to evaluate the impact of a potential residential energy efficiency program, the following is a sample list of questions that would need to be answered:
o How many existing homes are in New Orleans?
o How many houses are currently permitted for construction?
o How many houses are undergoing major renovations?
o What is the average size of a home?
o What is the average age of a home?
o What is the average energy use per residential square foot?
o What appliances are used?
• Within the Utility Committee purview, more detailed outputs could be required from Entergy New Orleans. With the removal of customer specific data, New Orleansspecific residential, commercial, and industrial energy use and costs can be reported. Detailed information on the breakdown of energy use and cost by rate would offer more detail than the annual report
• Lead by Example: Work with city agencies to develop a baseline for municipal buildings. Measurement of energy use and payments by city agencies and buildings allows for identification of low hanging municipal fruit that can lead to broader public and private adoption of advanced technologies and behaviors.
Identification of the Potential for Energy Efficiency (Including Conservation) in New Orleans
Where does this option fit within the Resolution?
• #2 BE IT FURTHER RESOLVED that a process be created to explore the energy efficiency potential in the City and commit to its full development by the Utility Committee of the Council of the City of New Orleans
• #3 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, identify cost-effective energy efficiency potential in conjunction with its ratemaking authority and responsibility
• #5 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, establish cost effectiveness tests
• #6 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, set energy savings goals consistent with the cost-effective potential
• #7 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, establish appropriate evaluation, measurement, and verification mechanisms
• #8 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, establish effective energy efficiency delivery mechanisms designed to maximize the use of cost-effective demand-side measures by residents and businesses in New Orleans
• #9 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, align customer pricing and incentives to encourage investment in energy efficiency
• #16 BE IT FURTHER RESOLVED that the Council of the City of New Orleans supports the National Action Plan for Energy Efficiency 7 and the Vision for 2025.
Where does it fit in relation to other suggestions posed to the city? This suggestion allows for the uniform implementation of programs based on a broad stakeholder agreement on the test for cost effectiveness. It will make the evaluation of integrated resource planning, suggested in the Energy Policy Advisory Committee Energy Hawk Report, possible.
What is this option?
There are a number of established and accepted tests for programmatic cost effectiveness. The total resource cost (TRC) test is commonly used in markets where energy efficiency is actively being planned into the long-term energy plan and IRP. The TRC maximizes welfare by incorporating utility and ratepayer net costs of a program.
Next Steps for Utility Committee to pursue option. Identify and mandate the appropriate cost-effectiveness program test to create a uniform mechanism for measurement. Economic experts with a specialty in prioritization of efficiency as a resource need to be called to advise on different tests.
Develop an Integrated Resource Plan
• #4 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, develop processes to align incentives equally for efficiency and supply resources
• #13 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, shall integrate energy efficiency into energy resource plans at the utility and regulatory level. "Integrated resource planning is built on principles of comprehensive and holistic analysis. Traditional methods of electric resource planning focused on supply-side projects only, i.e., construction of generation, transmission, and distribution facilities. Demand-side options, which can increase the productivity with which electricity is used by consumers, were not considered. Too often, even the assessment of supply-side options was limited to a few major technologies, and cost-benefit analysis of the alternatives was rudimentary. By contrast, IRP considers a full range of feasible supply-side and demand-side options and assesses them against a common set of planning objectives and criteria.
Where does it fit in relation to
"IRP, as we intend the approach, is also a transparent and participatory planning process. It contrasts with traditional planning that is typically top-down, with public consultation occurring only as a last step, when plans are virtually complete. IRP can make planning more open to relevant governmental agencies, consumer groups, and others, thus considering the needs and ideas of all parties with a stake in the future of the electric system. "In summary, IRP provides an opportunity for electric system planners to address complex issues in a structured, inclusive, and transparent manner. At the same time, it provides a chance for interested parties both inside and outside the planning region to review, understand, and provide input to planning decisions."
Next Steps for Utility Committee to Pursue Option: As the utility regulator, the Utility Committee can mandate an IRP process that meets the vision and goals of the larger-scale stakeholder energy planning process.
Decoupling of Utility Profits from Energy Sales
Where does this option fit within the resolution?
• #10 BE IT FURTHER RESOLVED that the Council, through the Utility Committee, modify policies to align utility incentives with the delivery of cost-effective energy efficiency and modify, as appropriate, Council ratemaking practices to promote energy efficiency investments
• #16 BE IT FURTHER RESOLVED that the Council of the City of New Orleans supports the National Action Plan for Energy Efficiency and the Vision for 2025.
Where does it fit in relation to other suggestions posed to the city? The Energy Policy Advisory Committee Energy Hawk Report's recommendation 4.1 is "Create incentives for utility to invest in energy conservation and efficiency." Decoupling the utility profits
Conclusion
Overall, there are many options for moving forward to implement the Resolution as presented. The primary next steps for the city are to identify and prioritize the funding options for a long-term program supporting the job development and cost savings benefits to energy efficiency. While there are a number of options, in this paper a public benefit fund type system is reviewed and the impacts on the ratepayers is found to be minimal.
In addition to a stable funding source, other suggested actions include the City Council working with local universities and other stakeholders to develop an energy baseline to measure future impacts of programs, mandating an integrated resource planning process working with the utility, considering decoupling options and supporting the upgrade of the utility billing system. While some of these options include upfront costs, the long term impacts of rebuilding with energy efficiency is within the word and spirit of the existing resolution and could lead to more and higher quality jobs and consistent energy savings for the community.
